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Indoneslan trade in 1955 with the Sino-Soviet Rloe, although atill a
sunll share of total trade, has shown a simeadls increamse over previous years.
turing the past sevural years the Bleoo gountries have mads gcnsiderable efforte
%o incresse trads and economic relations with Indonesis. These efforts have
included the conclusion of trade agresmasnts, the establisheent of permanet.
trade alssions, participetion in the Diskarta Internations) Trade Pairs and,
wore recently, offers of technicsl ssalstance for Imdonesis®s sconomic develop-
ment, During 1956 the Bloc has intensified its efforts to develsp cloger
relations with Indorwsia. In April the Soviet Union made its first concrote
proposel to glvs Indomesia scomomic assistence for develofment in all fislds,
Two agreemenis providing for Csech assistencs wers announced the ssme menth.
Prasident Sukarne received and scoeptsd invitations to visit the Soviet Union
and Commniet China. Indonesie slso acospted invitations to send s perlimmantary
mission to the USSH, Foland, Csechoslovakia and Cossunist Chinn.

io dave the Sino-Goviet Bloec has Jrovided Indonesia with known credits
totalling approximetely 9.6 million and an estimated £100,000 in grants.
fhe largest Bloo oredit ham been en $8.0 militon credit sxtended by Tast
Sormany in 1955 for the sanstruction of a suger fastery., 2 31.5 million
credit was extendsd by Csschoslovakia in 1956, Prior to 1956, Bloc technicel
assistence had buen on s small-scals. It now appesrs that the Moc desires

to participets in Indenosia'e economic development on a large-scale. CSurrent

‘ 25X1
Approved For Release 2003/ : -RDP79T01049A001500190011-3

SECRET




25X1

[A)

Approved For Release 2003/1 P79T01049A001500190011-3 25X1

offers by the Bloc have closely paralleled the genoral objsctives of Indonssiats
Five~-Year Sconowic Development Flan.

The smount of Bloc ald has been small compsred with the assistance
Indonesis has received from the US. Total US assistance to Indonesia since
1950 has amounted to approximately $148 million which inmcludes a $100 miliion
txport~Import Sank sredit extended in 1950, An agreement under Public Law 4LA0,

signed in March 1956, provides an sdditions) sum of #77.4 million to bs used

for sconcuic development purposes.

#ith Indenesia’s eoonomic development seversly handicagved by a laek
of capital snd s shortage of skilled persomnel, it is apparent that Indonesia
will require appreciable cuteide assistance if an extensive dovelopmant program
ia to be undertaken. The Indonesian Govermment, in line with its meutralist
Folicy, has indicated its willingmess to receive assistance from any m
provided it semtaine no political or military commitments. Indonesia will
probably continue to ssek a large share of ite capital and technical assistance
uqu.tmn#n from the Free World, but there is an inereasing recaptivity %o
Bloc offers of assistance. If the Bloc countries continue to make offers
which conform to Indomesia’s needs, an increasing amount of Bloo aid will

probably be accepted.
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I. Foreisn Trade

Bine-Sovist Hloe trade in 1951-1954, sa shown in Tabls 1,!'ﬂﬁul§?ulan
insignificant percsntage of Indonesia's total trade, Indonesisn trade with
the bloc cocuntries in 1955, slthough still s relatively swall share of total
trade, showod a sissabls inoresss over 1954, Indonesian sxports to the bhloo -
in 1955 totallsd $33,898,000 (3.6 peroesnt of total exports) coagered to
exports in 1954 of §9,082,000 (1.1 peresnt of total experts). Siailarly,
Indonesian ixports from the bloe in 1935 increassd to $40,366,000 (6.6 peroent
of total inmports) from $15,333,000 (2.4 percent of total imports) in 195. 2/
The gradual increass in the volwew of trade with the blog evidsncsd in the
first half of 1955 wae somevhat offeet by a dedreuss in the sesond half,
partislly attributable te the polioy of the Harahap Cabinet which restricted
Umook, Polish and Husgarisn isperts from July %o mid-Deowsbar betauss of
unfavorsble trade balances. 3/

Csechoslovakis, Commumist China and Hungary are Iadouesia’s most isportant
u&wmﬁnma Rubber, coprs, pepper, coflea, osns sugsr, snd oocormt
oil sre exported to the bloa ocuntries in emehangs for lighd menufactures
notably textiles, cemsnt, wmotoraycles, and machinery.

Of Indonesia's three jrincipsl sxport commcdities - rubber, tin and
patroleun ~ only rubber is exported to ths bloe, although undse the owrrend
bloa agroementes Lin is included on Indunaeiafe exgport lists. Zven though

rutber socountad for spproximately 63 percent of tolal Indonssian exporte to

Approved For Release 2003/10/01 : CIA-%DP79T01049A001500190011-3

errnNET

25X1

25X1



25X1

Approved For Release 2003/1 o P79T01049A001500190011-3

25X1

the Bloe in 1955.fm to the Elos ascounted for only 3.6 pareent of total
Indonesian rubber exports. In 1956 low rubiber exports began to evoks reactions
in the Indonssian rubber producing aress. Purther alars was eveked by
Prasident Ilsenhower?'s statement to Congress that the US could be self-
sufficient in mynthetic rubber production within two years. 3/ On 7 Juns

1956 an Indonesian Cabinet decision to 1ift the esbargo on rubber shipments

to Comnnist China was amnounced. Although the Hloo provides only e relatively
aminor market for Indonesian rubber, it 1s apperent that with a decline in
rubber exports Indonesia will bs under pressurs not only to expand rubber
shipesnts to the Sleo countries but aleo, with the recent Indonesian cabinet
decindion, /é:k. steps to open possibilities for the export of rubber to Comsmnist
Chinae In 1955 the Hloc teok significant proportions of certain agrisultural
Metn, !aa follows: coffes, 7.5 percenty coprs, 1l.4 percent; sugar, 18.8
porcent; spices, 38.6 perceni and coconut oil, $2.4 percent. i/

Commodity statistios for the firet half of 1955 show that textiles
spcounted for about half of the Bloc exports to Indenseis, while cement and
semi~finished iron and stesl ascountsd for about 10 percent each, with miscel-
mwsmmnmmwmna:mmm,y

Bleo supplies of texiiles to Indonesia inereased considershly in the first
half of 1955. Although they had sold only about 32 million worth of textiles

to Indonesia in 195, (2.3 percent of total taxtile imports), they sold over
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#12 aillion worth in the first six momths of 1955, inoressing ths Blocts
shara of this import market to 14.5 psrcent (ses Tahle 2). §/ Indonesis is
wighly dependent upon external scurces for textiles asinoe only 10 percent of
her requirements are met hy doasstic production.

it is worth noting toe, that existing American businoss practives are
canning US suppliers te lose out to Europasn sxporters in the textile
field. 7/ American supplisrs refuss to give & firm contract for goods
*subject to the Llssuance of am Lmport llocensa®, hmlimm“mm
{mmmmmmm)mmmwmmm-nm.
Hungarian, Dutch and West Cerman - which hawe indicated their willingmese
to give fira delivery sontracts prior to the procurement of an import
license {reportedly Cssch snd Hungarian representatives have been particularly
setive in this field). Under the Indonesian system of licensing, Indonssian
import firse mist, when they gst an erder, get quotations from their suppliers
and then apply for an import license at the price and in faver of the sompany
quoted. This mrocess is time~consuming and an import licemse, once granted,
cannot be changed either in terms of prise or source. If an American supplier
of taxtiles raises the price of his gnods Letween the time a quotation is
given and an import liocense is secured, the Indonesia importer must apply
for s new license with s resultant delay in delivery to lecsl oustomers.

The Hleo is net limiting its sales in the Sextile fisld to textiles

slens. Caschoslovakle provided 29.2 percent of Indenesials izports of

uju
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toxtile machinery in the first half of 1955, Whersas Cmech sewing machines
comprised cnly Ok psrcent of the total imported in 1954, their share increassd
te 12.5 pareent in the first half of 19558/ B2loo cvertures in this field
heve not coms solsly from Csschoslovakia. Commmunist China in 1955 offered
to provide equipment for textile mills on a lemg-term credit basis. 3/ East
Jermany aleo has made offers of equipsent, and following the 1954 Djakarts
ma-vmumm“mnammmmmmmumma
to the Textile Hessarch Institule in Bandumg. 10/
hMGIMM'lMMWdLMMﬁaMM,W
Bloe may continue to be an important supplisr of equipment. In 1954 Indomesia
Mé}tﬂk&h%hoﬂﬂtﬁ&%ﬂn%m%ﬁdﬁ:%&
95,000 spindies and an estimated 12,000 mechanical looms and 70,000 hand
looms. A/ In September 1955, the head of Indonesia’s Textile Aesearch
Institute, Dr. Safuin, asoepted an invitetion to visit a Cmeeh textile
machinery sxhibit. Bsfore his departure he declared that Indonesia at that
time had only 20 peroent of its minimm requiremsnts of textile machinery. A2/

The potential iwpact of bloe equijment upon Indonesie’s textile industry is

therelore signifiomnt.

The Sinc-3oviet Bloe countriss have made considerable efforts in the
pest several years to promoie and increass irade and oconomic relations
with Indonesis. These efforts have included the conslusion of trade agres-
monks, the sstablishment of permanent trads offices in Diakarte, sctive

-a-
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perticipation in the Djskarte Intarnaticonal Trade Fairse, and intensified
sdvertisings In Aprid 1956, soon after the installation of the A3i govern-
pent, invitations to visit the LSS wers jasund to President Jukarno wnd

an Indonesian ?amnm-wwazmssmmumwa.w
dhortly after the Soviet invitations were issued, several other Elos couniries,
inoluding Commmnist Ching, extonded iavitations to an Indonsslian parlismentary

delegatione

Indenssis ourrently (Juns 1956) has trade agrosamants with Gaschoslovakia,
Hungary, Foland, mmwm. mw&mmmc
Lgst German Chamber of Foreign Trade and the Indennsian sptional Trade urgen-
jzation sxpired Decesber 1950

vnder the All Jovermment whish held office from July 1953 to August 1955
geverrment pollicy 1sd to a swrengthening of trade relations with the Blots
Llossr trade mammudammmum-mﬂmmr
the firet tise ummutcam.m and Basb Jermanys In varly 1955
the All Govertment bagan to show disilinsionment with Blec tredes implementation
under the agresssnis had not m‘upﬁowﬁm; Indonssian products
s0ld to the bloc mmmumwmmmmwmu st
jower pricas; and the 3108, mmmhuum;u. appearsd o
favor logsl Commsnist businessmen. 3/ Aftar the Harshap Ushinet sook office

formarly
mnwsmsgmmmpsnmammmmm-*

PUS—— R ot e

mem:oxmmwmw‘mr
¥ Under pereliel shout transfor of funds.
commoditiss of the other wi
-5
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used extensively with Esstorn Europe - were sbolished. Government declarations
issued in Ootober 1955 indieated that trads arrangements with the Bloe ocumtries
had bean unsatlisfactory and had resulbed In & general deterisration of the
foreign exshangs position. The Prime Minister, in a Parilmsentary dsbats,
pointed out that raw products exported to the Bloc had besn retraded in

other markets in direct sompetition with normal Indonesisn sxports and that,
under parallel transactions, Indonesian exports were usually sold below world
market priccs with the deficit mmde up by charging Indonesian conoumers

more for imports. 15/

The AL govermment, which again took office in April 1956, has
indlcated its dissatisfaetion, first expressed in early 1955, with the
existing Bloc trade arrangsments. It has notified the Eastern Buropesn
countries of its desire to terminats the existing agresments; howsver, this
mgasure has been taken with the view that aew arrsngements will be formulated
in which the quotas {volume] would be revised and the systems of payment be
made on a completely new basis. 14/ Mhether or not the volume of trads
would be incressed wnder new agresments, the Bloc would probably continue
to maintain a large sseunt of its trade besauss of estadlished connections
with Indonesian businessmen and inareased Indonesian familiarity with Rlog
producta. The current status of ths bhiloe agresments sre given delow:

Sasshonlovakis 17/

After protracted negotiations, remlting from Indonesian

; %o include its "strong® commodities - rubber, tin
and oopra - in the agresment to avoid the loss of losal eurrency
warned from the normal sals of these commodities, the agresment

Approved For Release 2003/10/01 : CIAFRDP79T01049A001500190011-3
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was finally renewsd in late July 1955 for the pericd ending
14 July 1956 The agreessnt savisaged trade in sach direstion
of 6 million pounds sterling, simost a 100 perocent increase
over the previous sgresment. Indonesisn sxport quotas
ineluded u’m Hete rubber, 3,@ m.te Of copra snd S00 mate
of ting Csech export quetas for maghinery and textiles wire
significantly inocreased.

Hungary 18 /

™he Indonssi agressent was autosmaticslly
extended to )0 Juns 19 Under the previcus agresment the
largest Hungarian sxport qaeh consisted of textilss,
followed by industrial machinery motoraycles and housshold
articiss. 7The previeus agresment provided for tetal trade
mﬁ?&u 130.5 million rupishs.{approximately 81.75

Poland 19/

The Folish agreessat signed 6 September 1935 for the
period ) Xay 1955 ~ 30 April 1956 provided for total trade
of 3.6 million pounds sterling, the same ss under the
pravious agreesent. It was rejorted that Indomesia had
refaped 3 Folish request te raise the sntielpated lavel
of trade to 12 milljon pounds sterling - an apparent refliec-
tion of the geverrmant's attituds toward bSilataral agres~
mnts in general snd especially those with the Bloo, Folish
offeors of aredits and tashnical sssistance and the possibility
of direct shipping services between the two countries were
disoussed during the nagotistions, but no agresment has
sibsequently beon concluded on sither of thess points,
Prinoipal Folish export quotas include textilss and machimery
{4including textils machinery); Indomesian ezport Quotas
inelude 500 tons of tin, 5,000 tons of rubber and 1,500 tons
of oopra.

Communist Chins 20/

The agreesment with Communist China was sutomaticslly
renewed for a year snding 31 July 1956 wnder the pro-
visions of the previous agresment, Ths previcus agrecsent
provided for total trads of & million pounds sterling. An
Indonesian irade delogation was scheduled to depart for
China in July 1955 for the purposs of negotiating an
anlargsd past providing notably for insreased textile
inporte, but the trip was postponed indefinitely. The
Indonesian Beonemic ¥gnistry announced that trade with
China was runninz well snd would continue without a new
trade agreemant.

Aumania 21/

‘The Rwmanian sgreement was extendsd for ons year
from 1 July 1955 The Rumanian delsgation to the Jrd
Internationsl Trade Falr at Diakarta announced Rumaniats
intention of sxpanding trade relations with Indonesis
within the frasework of the agroement.

) 1
% Uniess otherwise specified, the official exchange rate of/rupiah/3.087
has bean ussd throughout the paper.

o
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A preliminary agreemsnt betwesn Bulgaris and Indonesia
was announced in December 1954, The head of the Bulgarisn
delegation to Indenesia in Juns 1955 amnounced that the
first trads trenssotions between the two countries would
take place late in 1955 or early 1a 1956, will
ssll cement, poroslain, textilss and elestri products
in exchange for Indonesian sgricultural products.

sk 23/

Indonesia does not have a trade agreement with the
USBR. In April 1956 the Soviet Asbasssdor propossd the
donclusion of a trade agreement betwesn the two countries.
The Indonesian Government indicated the entire guestion
of trads apreszants was still under consideration smd
that intereated govermmiits wers being informed that
Indonesia was not immsdistely prepared to negotiate an
agresment with anyons, Neverthelsess, at the time the
Indonesian Jovernment undertakes the planned revisicns
of the existing bloo agrosments, a trade agreement
probably will be aigned with the USSH.

The Indonesian Foreign Office announced in mid-Junme 19356 that an
Indonesisn trade delegation is expeoted Yo visit Casck’‘and fusanis and trade
dslegations from the USSR, Hungary, Bulgaria and East Oermeny are sxpected
in Djekarts to conduct negotiations for trade agreements. For thess sgroe-
ments which expire by mid-July, validity will be temporerily extended pending
complstion of new sgreements.

B. Permanent Trade Offices

Ceechoslovakia, Foland, Bulgaria, and Hmnry have astablished full-

fledged permsnent trade missions in Indonesia, whils Rast Germeny and

Rumanie have had less formal repressntations thers. One of the functions

of the trade missione apparently has been S¢ find suitable agents or cutlets,

preferably Indonesians, for the sommoditiss bsing offered by the Bloc countries.

See Appendix A for a list of locsl representatives handling Bloc products.

-.3‘
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Commanist China, Ceschoslovekia, Zast Germany, Hungary, Poland snd
Humania pariicipated in the 3rd Intermational Trade Fair held in Diskarts
from 18 August ~ 25 Ssptesber 1955, Foland and Rumania hsd only information
booths snd Bast Oermany sxhibited through & loosl agent. While ths Blec
countries did not dominate the Fair as they had dwee in 195, they mevertheless
made a very impressive showing. The Cuschs wers the smost aggressive ia
publicizing their exhiihit, ruaning a seriss of ads in local nmewspapers
sbout the produsts on display. As in the past, the Hloe countries used the
fair for mzajor propaganda purposes, exhibiting their produsts in an effort
to convince Indonesia thay were capuble of supplying Indonsaian reguiresents
for capital snd consumer goods. PRemarks made by some Indonesisn officials
and businesemen indicated that China, Csechoslovakia, and Hungary had %o
soms extent sucovedsd in establinhing such a conviotion.

Ds JIntensified idvertising
The Sloc countries have sdvertissd extsnsively %o promote sales

of their products. Felieh advertissments appearing in the Indonesian press

Approved For Release 200 -RDP79T01049A001500190011-3
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have 1isted 1i Polish trade ergamisstions which claim to be abls to deliver

a wide range of mada tnoluding heavy capital equipment, ships, and meter
vehicles. 33/ The Gsech Commercisl repressutative sttashed to the Caech
Gonsulats Gemeral, in an effert to imterest local importers in Medan in
emmmm.ewwamsuwuumammw
of available produsts. It included machinery, vehicles and light enginsering
m&.wﬂmthrm,Mcmmmh.w A
Humanian dslegation was aleo in Medan demonstrating agricultural machinery -
s crsaler tractor, & twipleegang plow, dise-harrows snd other farm equipment -
wmmormaumetmmmummm.y The

Soviet Esbasay is plamning to lswnch s large-scals publishing snd infersation

frograw in Indonesia. 33/

#eonemic dsveloyment has besn given high priority by the governament,
but limited fimancial resources have prevented Indoncsia from significently
incressing its rate of capital investment. Private capital has failed to
mmh for the low lawvel of government investment. Oovernmeatal pelisy,
conditioned by intenss nationalism and directed st the “Indenssianisation”
of all companiss, has sought to limtt the scemomic influence of foreign
investors. bl Fitlure to develop s reslistie foreign investeent law
has discoursged reinvestment as well as new investment by foreign capital.

Forelgn aid prograss hsve been restricted by Indoresian sttitudes - & fear
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of having restrictions {mposed on their soversignty and freedom of action
and a sensitivity to foreign influsnce. A% the sswe lims Indonesis hae
not had the domestic rescurces and eeonomic institutions to undertake an
extensive economic development program without ocutside sesistance,

In late 1955, however, the Harshap Cabinet, recognising that svailable
capital in Indonesis was insufficient for its sconomic development, set wp
tha Foreign Investment Comsiitee, headed Wy the Flamning Buresu Chairman,
to study possibilities of fereign capital investments in Indonesia, Pending
the enatteent of legislation, s Jovernment peliay statemsnt on foreign
investment was issued in December 1955. 34/ In principle the statement
walcomed the entrance of forelign capital, beth in the form of government
loans se wall as private investments, in Indonesia. Fields clomsd to
foreign investment would be limited %o public utilities, some smsll) industries
traditionally operated by Indonesiens and industries involving the secwrity
of the country. But in other basic industriss foreign investors would be
paruitted to hold uwp to 49 percent of the caplital stock. The statement
implisd that the draft foreign investuant law would give guarantees sgalnst
nationalisstion and double taxation and sssurances thal profits and salaries
could be transferred abroad. Although these changes in forsign investmsat
regulations would represent a considereble improvement, it is well astablished

that forsign investors have not baen strongly attrasted to areas vhere their

Approved For Release 2p03/10/01 :|CIA-RDP79T01049A001500190011-3
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capital stock ownership has been limited to saything less than 51 percent.
Inmw%thamw’mtkmdbr&m Hinister Ali Sastro-

midlojo took office. Frime Minister Ali's policy statement to Parlisment

in April 1956 contained the following points of the government's progran

for economic develorsents 37/

3. Initistion of a five-year sconcmic develojment plan
with exphasis on the development of industry and

be Elsvation of the State
Hintstry of State MWWWW“ pord n
the organisstional set-uwp of the Eeonomic and Finan-
cial Council and the 3tate Flaming Comsission which
are responsible for the supervision of shori~tarm
and long-range ccoustruction projects.

¢e Uivision of investment administration into thres
aategories:

1 - Government investaent
2 - Private investasnt (the L 1
to give advice in determining pricrities
for investaent and to provide protection
againgt foreign competition)
3 = Villnge investment
ds Willingness to receive technical and/or sconcmic

314 from sbrosd on s pursly comsercial basis "fre
from any politicel or militery commitments™ *

&s degulation of forefign capital investment by lew

1. Achlsvement of a dalsncod tudget whioh is sewns
provides an opporiunity for continued éwdom:“

future development. Gowernment investmsnt in the past has consisted of
diverse projests frequantly undertaken o political grousds and often

abandoned because of unforssesn develoymonts. Prime Mynister 211, in his
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25X1



25X1

25X1

Approved For Release 20p3/10/01 : CIA-ROP79T01049A001500190011-3

policy atatemsnt, peinked out thet the five-yuar sconomic development glan
{mmmmmwm National Flamning Bureau ab the end of 195%
and which is Indonesia’s first ccmprebanaive plan for sconcmic development)
would prevent the various ministries from working indepsndently of each
cihar with s resultant wasta of energy and monsy, would insure completion
of a preoject once begun, and would prevent lsss important projects from
being undertaken firet. 3§/

The draft budget for 1956 imcludes Hp. 3,086 atllion for capital
sxpanditures. It is generally estimgted that aboud half of this is replscement
and renswal rather than new lavestment, w Government development expsnditure
under the 1954 and 1955 budgets imcluded Rps. 2,435 millien and 1,300 millien

respoctively. 40/

The five-year economic development plsn covers such fislds
of reconstruction as agricelture, mining and mgaufacturing, power, commun-
ications and seaial affsirs. It is hoped that she budget, currently muning
at & deficit rats of about 1 billien rupishs a year, can be balanced in tia
firat year of the plan. Plmancing of ths plan is %o be affsstesd with 1.4
billion rupishs from the government, ll.4 Billion rupishs from private
investament and 7,2 billion rupishs from village investment. 41/ ¥%r. Dinands,

Direstor of the National Flanning Buresu, has stated hed the plan is based

- 1l «
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entirely on a realistic estimste of whit . Indonesia can do with its owm
resources, with feraign aid or sdditiona) scurces of forsaign oxchange permitting
implsmentation of projects of lower priority, Thers have been recent indications,
however, that outalde assistance will be required to finance the plan.
Djuands intimsted in a conversation with a US official in mid-April his
gnun;uant'n intention of requesting ald frem the US in Lsplementation of
the S-year plan. 42/ T™e Indonesian Finanoe Minister stated on 7 May that
only half of the 1956 portion of the S«ysar plan would be covered in the
budget owing to a decline in antloipeted tax revenuss. 43/

fhe plan is scheduled to begin in 1955 and estimates a totald
government axpenditure of 11.4 billion rupishs (spproximately $987 sillien)
or 2.2 billion ruplahs anmually (spproximately #191.5 millien), Of the total
1l.4 billien rupishe of govermesnt finaneing, 25 pervent would be appropristed
for power, 25 percant fur transportation and commmmications, 25 peroent for
industry and mining, 13 percent for agriculturs, migration snd village
development and 12 pargent for scaial welfsre. Aceording to estimates,
& parcent of the nstionnl revenuss will be invested in the first five-year

plane. For the second, third, and fourth five~year plans, amcunts have been

estimated st 8.6 percent, 12 percant and 16 percent respeetively, and for

the periocd after 1975, 20 psroent. 44/
The plan does not set specific twagets bud includes three

lists of projects in order of desreasing pricrity within sach 1ist. The
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Lists includes (1) spesial prejects, large-scale and mlti-purposs, which
are to be udartaken by the Central Jovermmant) (2) central projects, large-
scale and single~purpess, which are to de uadertaken by the Centrsl Cowerment;
and (3) & recommended list of projects te be urged upen provincisl govern-
ments and private enterprises. 45/

a. Zpegial Frojects

The Hstional Flarming Burean gives pricrity to the dewvelopment

of slectric snerzy - the Asshan River project and the Diatilvhur Power Station-
Irrigation project.

Flans include the comstruciion of a hydroelsctric
powsr plant at Asshan, North Sunatra with & capacity of
800,000 kilowatts, but only 100,000 kilowatts will be
ﬁ&h&omd&h&nmmn‘gm and this will

sspeaially to supply snergy plants.
The gonaration of the entire 800,000 kw will ultimate
npply cheap elsctric power to ssveral industries such
as the alumivun, paper and ocemont industries.

Ihe Riastlwhur Fredect 47/

Flans include the construstion of two dums, the
Dlatiluler Dam and the Tarum Dam on the Tiitarum River,
persitting irrigation of 100,000 additicna) hectares
in Java and ultimately for the gensration
of hydroslestrisc energy of 350,000 kw for seversl
industries in West Java. It is heped that the Diatiluhur

Dam will be oompleted in five years.
Other projects included in this list are the iron and steel integrated project,
the chemical and fertilizer indnstry and plans for the dovelopment of a
rayon industry. Although all of the special projects are at sose stage of
active situdy, sconomlc justificntion has not besn estadlished for al) of them
and work may not be started for s muber of years on those pwrojects for which

eoononde justification hae alresdy Desn established,
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be Geptral Projects
Thase projects include camplstion of projects alrsady
under way, such ae the ceuent plsnt at Gresik and varicus Government projects
in the taxtile industry.

The primary result of the agricultural projscis will de to
mske Indonesia self-sufficient in feed and to increass the sxportation of
agricultural produte in order to soQuire foreign exchange. Projects for the
improvesant of social conditions include transmigration, education, health,
and housing.

in outiine of the plan is ready for submission to the Cabinet
for study and the Minister of State Plamaning has sxpressed ths hops that
the bill on the first five-yesr plan would be ssttled in the second sesaion
of Farlimeent.

iscent, disoussions have takien place on two projects insluded
in the five-year econcmic develorment plan. Both of thess projests have
bean given a high priority by ¥r. Divanda.

Stesd ML) 48/

(South Swsatra) will be started on 1 with the

dispatch of an 83-mesber sxpsdition who will cenduct

a survey for 6§ monthe of the region’s iren ore and

1imsstone deposite. It has also been reported that

the 5tate Flaming Bursau will start steel and iron

uill projects in D Kalon in West Java and in

Joutheast Kalimantan (Bornec). Another expedition is

to survey the Bukitasm coal mines for the possibility
of increasing the nines' cutput.
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Urea Fertiilser Plant 49/

hmmamwm,mmmmm-
fertiliser plant st Falesbang {Southaast Sumatrs) is
sstimated to be 340 million, half of which will de pro-
cured from foreign sources. The advantages uzmmm

inolude (1) reduction in foreign exshangs required
izmported fertiliser; (!)Mamtyefm
material (nstural gas will prebadly be

wpplied by
STANVAS)§ (3)mamm«m¢mu
about half of imperted fertilissr. T™he American Esbassy
has stated it believes this project merits the consid-
eration of the Rxport~Inport Bank for a losn 4o fisance
the dellar sost of the plant, perticularly in view of
resent Spviet Bloc industrial credit offers {the USSR
1isted fertiliser plants among the projects it oconsidered
suitable for the extension of teshnical sssistance).

i Genersl sconomic plamning is the reaponsibility of the Hational
Flanning Board whieh is composed of the nine cebinet meabers most directly
m«m&ﬁmm@mmmadwwmmmm.
The Hatienal Flanning Buresu is an exesulive unit of the Hoard and is
responsible for drafting sconemic plans, programs snd proposed policies.

The Pirecter of the Natiomal Flamning Bureau is Mr, R, Djuanda
and the Deputy Directer is Nr. A3L Pudigrdio. The part ef the Buresu in
charge of planning is divided - into eight sections, eath ssction being
responisible for drawing up pmns for a certain branch of government
activities and forming an intermediary between that branch and the Ministiries
concerned, In Outober 1953 the Burean for the Coerdination of Foreign
Assistance and the Committes for the Coordimation of Foreign Assistancs,
both previcusly wnder the Mimistry of Doonomis Affairs, wers sbelished and

Lornrmr s ITEE

mmmmnummwwmdmhm

uua
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Flanning Bureaus The Interdepartmental Coordination Coemittes, presided
over by the Director of the Hational Planning Bureau and ecuposed of
the Secretariss-General of the Ministries represented on the Hational
Planning Scard, coordinates the projects of the differsnt ministries
for the utilisation of the various forms of foreign technical assista ce.
A number of foreign experts, wnder assistance projects of the
Uiy the Coloube Plan, ete., are attached to the Dursau as advisors
and assistants under the supervision of the director. The services
of thess foreign experts were utilissd in the formulation of the five-
yoar plan. J.Q. shite Engineering Corporation, which worked under the
Hational Flanning Bureau from June 1954 wntil April 1956 when its
contract wis cancelled, assisted in surveys of Indomesia's econcadc
mmmwmumm:wm:wu. Three
French enginsers have been working on the Asshan project and an Italian
power expert was sttached to the Pureau in January 1955, Ia June 1954
m-xrmmmmtmmwm«autmmm

from Canadas On 16 April 1956 the government renewed for another

In April 1954 the Indonesisn Industrial Development Corporation

itd. was rmwmmmmuormmmmum.
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Ir. Albert Narnix loessben Tobing was designated General Manager wnder
an Executive Council composed of ssveral officials of the Indoneaisn
Chesber of Commerce. The Board of Directors consists of Ir. Djuanda
{Chisf of the Hatiomal Planning Bwresu), Ir. Laoh (a leading buiinesssan
and t‘méﬂn&ﬁer of Asblic Works) R. Iskandar Tedjasukmana (former
m&muarﬁfidwr)IMRﬂuluunhmmtdrthtﬂu&.hﬂmﬂmﬁﬂmﬁwafﬁn
state industrial development bank). The aim of this corporation is to
assist i and to stimuilate the establishment of industrial projects

in Indonesis. It offers the following servicess the preparation of
plans concerning opsrations, organisation, and blueprints arnd the
mpha!m&ktwﬁnnhﬂimtarmm;mm
inproveasnis in operations and organisation sf old fastories} inducement
of donsstic and foreisn cupital to invest in Indonesian industries;
rediation betwsen businessmen and the Gevermment or betwsen several
mmmmmzumwmm:m

and the facilitation of solutions %o the problems encountered; medistion
between Indonesian businessusn and international agencies and between
Indanesian businessaen and foreign businessmen who are interested in
investing capital in Indonesiaj and finally the sstablisheent of
fastories wien no infative is shown by others. It ls certain that

Sine-Soviet Bloc trade migsions and trade repressentatives will make
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Mom-wmmmmwmnwusuwmm

Davelopement Corporation.

Tie Department of Industry of the Ministry of Eosnomic
Mh&mndmwuwaﬂﬂqmmtumtummuimnummlﬂmmﬂmﬁ
Indonesia. The Institutes srei Industrial Development Institute;
Chemical Institute; Materials Testing Institute; Leather Institute;
Textile Institute; Ceramiocs Institutes and Batik Institute, The
Institutes' prismery function is 0 provide the basic enginsering
facilivies, services, and trained personnsl for implementing the
government's program of industiial development, Thelr secondary
function ia to provide ressarch and analytical services to the extrac-
tive industries. The U.S. through its ald program has besn furnishing
Mﬁﬂi%%%&%“mhmmﬂm
prograns. The sarviees of technical experts, under the UN Technical
Assistance Program, have been supplied to assist in the execution of
the projects. In addition to the Indonesian staff, there are twenty-twe
Turopean techwicians esplayed by the government on direct sontracte
end assigned to thess institutes. In view of Indonesia's lack of
qualified and experienced technical personnel these institutes, with
mirmmmmmu.mmwmmmmu

woononic developsent.

25X1
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In May 1956 it was reported that ths Indonesian Minister
of Education had besa invited te head a delegation to the USSR to
study the Seviet educational system. 53/ It is anticipated that o
Soviet offer of assistance in the fields of technical and agrioultursl
education will follew; an sarlier propossl was mads by Soviet Axdbassador
Zhukov for a bilateral agresment for the exchange of professors and
students under which Indonesian studsuts could study in Rusaian
universities. 54/ In view of the great need for the training of
Indonesians in technical flelds and the lack of adequate training
facilities in Indonesia, this represents a wids ares for axplottation
by the USSRe It seens likely that Soviet offers of training will be
acoepted by Indonesia, particularly in view of the Indonesian practice
of resrulting experts from a nwber of different countries to awpid
tie danger of any one nationality dominating the progras. In view of
the importance the government atfaches to the eontinuing plasement of
foreign technicians in thase institutes, it seems prodable that Soviet

persormel might be attached to sevaral of thess institutes.

Since 1950 total US assistance to Indoussis has amounted
to approxizately §148 million, inulwding a $100 millien Bxport-Impert

Bank oredit made in 1950, of whidh J18.6 xdllion remains wnallosated. 5%/

-22 -
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!ﬁiﬁthbmw;mmﬂuwiuut!nunlnﬂmﬂhbd!hrtnt!mummmﬂu&ﬁu:GMNMuh
ment program, telesommmications development, harber sonstruction, rell-
road rehabilitation program, electrification program, forest development
Peogran, sonstirustion/a sement plant, purdiase of aireraft and equipment
and marine engines. 54/ Primary emphastis of the US technical sooparation
Prograx in Indonesia has been placed on increasing sgrieultural and
ﬂmmsmmaummo:mummm-
and facilities for technical traiming. Moderatc assistance has beon
5hmnﬁaIwhmﬂﬁn1n!HWiﬁnSﬂMﬁmuﬂa¢-umhn#nmiumnwhm
public administration,

The intreduction and dietridution of higher-ylelding
rice and carn seed and assistence in the modernisation of the Indonesian
fishing fleet have been of particular significance. Special malaris-
oontrol projects have been undertaken with notable success. The
University of Californis and Tuskeges Institute are providing technical
assistence in the flelds of medisal edusation and vooational training.
FmﬂlﬁunltWEtﬂnmhhl1whhungiu€mﬁttumndwuw Jmurican experts
hrhﬂpihtuulnnhwum&af!h&nmﬂuiﬁuﬁﬁﬁ&hﬂlaﬂlmMﬂMhm
training opportunities in the U.S. for Indonesians. 57/

The FL 480 agresment, signed in March 1956, for the sale
tn!uimnmhxatﬂ%anmﬁa'amﬁnwuwud<nunﬂ£ﬂ&:'ihnﬁu&iﬂ&ﬂ

nmmmmmwmmummmmmu

~a’ﬂ-
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economic development. 58/ The agricultural commodities covered by the
agreezent are: ootton, $36.0 milliong rice, $35.8 millicn; tobaoco, 315.0
milliony and wheat flour, §5.0 million. Ocean transportation sovering
spproximately 50 percent of the cost is estimated at 34.9 million.

Eighty percent of the rupiah funds (equivalent to $77.4 million) will

be loaned to the Indonesian Government for economic development purposes.
The remainder of the rupiah proceeds (equivalent to $19.3 million) will
be spent by the US for market development activities, the purchass of
strategic materials, defrayusnt of US expensss and the financing of

international edusational axshange activities.

Apart from the Netherlands loan of 1930 for §73.7 million,
sesistance from other Free World countries has been small. In 195,

the Mynister of Firance, ¥r. Ong Eng Die, reportedly stated that the

governuent had obteined loans sbroad totalling fip. 1 billien (approximstely

§88 million) — Rp. 400 million (appreximately £35 million) from France,

fps 300 million (approximately 326 miliion) from West Germany and

Ape 200 million (approximately $17.5 million) from the Netherlands. 2

subssquent Imbaswy check with members sf other Missions and officials
in the Hnistry of Finance revealed the status of the credits from
these countries to be s follows: 59/

mgg-—?mmmuun&-dmmt
in June 1954 at the oonclusion of their trade agreement
negotiations which provided for credits totalliing 12
million francs (approximately 335 million) to be used

Approved For Release 2003/10/01 : CIA.RDP79T01049A001500190011-3
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withia one ywar and repayable over s peried of 7
ysars. The credits were to be ussd for the pur-
chase in France of capital geoods--hydroslectrio
installations, power and sleciric equipment,
bullding equipssnt, ships, mining equipment. is
of the end of 195, no agresment had been reached
on the terms for the implementation of the oredit
and the Frenth Governmant was becoming impatient
and had saked the Indonesian Jovernment to oome
to sons sarly ccnclusions or release the oredit
for uss by France in other parts of the world.

- An agresment with the Bank

oredit from Indonesia, and if the project was
considersd sound snd terms of oredit could de
agresd upon, the Bank would grant the credit.
The amount and eredit terms were not atated.
Thers had been no specific requasts submitted
to the Bank for credit as of December 1954,

amwmmwcmnmsmﬂ
nsasemolm.mm.wumm
Ho¥e Export Financiering Mi) for
tﬂifidnmmrw&mlhnﬂmhudy
Wmummwmummr
for the Zetherlands nons of the eredit had besn
used as of December 1954. He added that the
oredit 1is to de used for projects vhich must
unmmwwmsmm
Jovernasnt and can, in no sense, be
frosly by the Indonesians as claimed by the
Hinister of Fimance.

3. Ferelan Invegtwent
Failure of the Indonesian Government to provide the
necessary guarantees for forsign investmant--gusrantees against
rnaticnalization and doable taxation, settlement of land consession
rights and aseurances that profits can bs transferred alwoad--has
dlecouraged reinvestment as well as new investment by foreign capital.
The withdrawal of Duteh capital, primarily invested in rubber plantations,

has been most sxtonsive, but in 1954 British and U2 interests alse

- 25 -
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announced their intentions of liquidating particular holdings. US
petroleun interasts - Standard Vacuus and Caltex ~ expect, howsver,
to invest approximately 140 million in Indonesia over the next four

or five years. Honthly transfer of profite is tisd to ccemitzents of

‘new investrent of $70-80 millien by Btanvac and of 860 million by

Caltex. 60/

On 27 April 1956 the Indonesian pross anmounced Indonesian
and Japaness governmental spproval for the establishment of a Joint
Japansse-Indonesian National Recemstruetion Bank. The bank will heve
a capital of %0 million rupishs (approximately S4.4 millien), 49 percent
‘armmu&uhmwtawmuﬁﬂwmtbym“h
Indonesian inwestors. The Japanese investor, Isshiwara Sangyo Company,
has reportedly paid its first installment. The bank will not engage
_mmzpmmm,mnnnwmymm
Mnmtatmh‘lmm&y. interisland ehipping
services, and other industrics. §1/

In mid-June l‘iﬁtmtnctwﬁmumimm
aﬂm:ﬁmmu&ﬂhw&ﬂhﬂmawmmem
m&%ﬂhmwsthMMMmdm!mﬂm%le
Pondlio®. The mill, scheduled to open by mid-19%8, is to have an
somual capasity of 7,300 tons. A ssoond State Industrisl 3ank project

zwmm-mnmmwm(mam)uum
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Italian techniocal aid and financisl aid from New Zealand under the
Colombo plans HNew Zealand assistance has also been reported for
planned tannery and glass factories. The Indonesian foreign credits
comaities has amnounced the sontinued epportunity for sapital goods
imports under long-term credits fru the Netherlands, West Germany,
France, Sweden, Italy, Cseehoslovakia, the UK and the US. 63/

e

To date the Sino-Soviet Blec has provided Indonesia with
known eredits totalling approximately £9.4 million and an estimated
§100,000 in grants--$50,000 in squipment and $50,000 in technical
advice and travel expenmses. The largest oredit has been an 8.0
million eredit granted by Zast Oersany in 1955 for the construstion
of & sugar faotory. 43/ The other eredit ~ a §1.6 million oredit
payable in 5 years at 4 percent intsrest - was granted Yy Caschoslo-~
vakia in 1956, g/ Seviet Bloo gramt assistance has included an Zast
German donation of an sutomstic weaving mechine and two kndtting
machines which had been sxhibited at the 1954 Djakarta Trade Falr,
installations by Csech technicians of five looms ordered by Indonesis
at the same fair, and tours of the USSR by Indonesian delegations of
railuaymen, industry, and agricultural officials in 1954. 47

The Bloc teshnical aid program in Indonesis has been carried

mtmmmwmwaumus.mmm

nz?up
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and Csechoslovakia, There are indications, however, that the USSK
intends to become increasingly active in Indonesia. In April 1956
uusounmunmansmwmmugmmm
econonic aid for development im al) fields, including sgriculture
and industry. 46/ nwmw.»dtmerm.m.rmt
arlﬂm,ianﬂamw-dhnn:u;ﬂnuwatmw1hﬂunmuthiﬂquﬂn
m‘mmaumateu«nmmnm.

ﬁﬂartﬁJSQGBMN!tﬂﬂahuwchnéb&nzaaa.-nﬁhuﬂﬂﬂ-
In view of the resent amouncements of the Sevist aid offer and the
m«ruwmmcmua.nmmmm
Bmmumamant-Mcmmtm
s large-scale. Mpmmwermwmuemn
supported by Frime iinister Ali%s policsy statement made befors Parliament
in April 1956 shortly after he took office. The Priwe NHinister, in
m-mgmamummmahumnmmuswm
is capadle and willing to give aid to other countrien,™ added that
mmn.nnmumme:m»mwmwmn
of Commmist cowntries to give aid.ngy /

1. Eaat Cermeny

The Jargest Bloa project in Indonssia to date has bean

that resulting from the East German contract, signed in Pebruary 1955,

25X1
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for the construction of a sugar factory im Jogiakarta.(South Java).
ﬁuvnmm*ﬁmﬂwysmn!mw:sequﬁ&ref%ﬁﬁﬂtauiﬂ'wmu'ﬂw
24 hours with an additional distillery ecapacity of 1,500 tons of
spirit datly. 68/ It has been reported that approximstely 1,200 \
hectares of land (abeut 2,755 acres) will be planted with sugar cane W
to supply the mill. The factery is to employ 10,000 workers. &3/
murtonn.anursxﬁuﬂnneqHudﬂr!mr2&hwm14ﬂ'nuhnmﬂahl-wpw
factories is currently 67,527 tons. The Jogjakarts fastory will

25X1
increane total cane grinding capacity per 24 hours by 3 peroent,

25X1
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In February 1955 a forsml contract for the sonstructien
ottwtlmnrﬁuﬂu?wnnthmmﬂﬁﬂl!ﬁﬁi&uhuw. {See attachment for
s gopy of the sontract) The terms of the contract apecified that Fast
Gorsany must deliver the equipment in such a way to smable the raw
sugar factory (ineluding power staticn, molasses-tank, sugar laberstory
and transport installstion) to be put into operation on 15 August 19563
the white sugar stage on 15 September 19565 the spirit plant en 1
April 1957; and the workshop and foundry on 1 March 1957. 73/

Under the terms of the sontract the total costs of the
aquipment for the factory were listed as 2,819,59 pounds sterling
{(approximately $6.0 million). Installation expenses and the travel
exponges and salaries of the Zast German technicians were included in
the purchase price of the equipsent. Estimates made of the total
costs of constructing such a factory have placed the valus as high
as §12.0 million, Sultan Hamengku Buwono, head of the self-governing

reglon of Joglakarta, indicated at the wmloading of the first shipuet

of machinery for the fastory that 90 million ruplshs (approximately 37.8

million using the conversion rate of 1 rupiah/$.087) had alresdy been

-30 =
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earmarked for sachinery for the factory and that an additiona) &0
mﬁﬂiulnwmml(lﬂﬂuwhuﬂmyGQA}lﬂlhm3ﬂﬂdﬁh‘tﬂuﬁﬂ-!ﬁf
Faymant is to be mads in six annual installments within
the period 1956-1961 and in the following way: 7%/
(a) up to 1l Iee 1956 .+ o o « o 4D peroent of the first
anmal installment
on 15 Jan 1957 o « » s & o 80 pereent of the firat

annmual installment
(v) om 1 aug snd

30 Bep of 1957,

1958, 1959, 1960,

and 1961 * s s o 350 percent of the anmal
instalivent payable at
the fixed sates

There is nothing in the terws of the contract to indicate paywent will
be made by Indonssian deliweries of sugar as has been indicated Ly
wue sources. The terms specify that paysents made to the special
account, of the Deutsdhen Hoten Bankio hawbeen established with the
Bank of Indonesis can bs used by Taat Sovmany for the purchase of
Indonesian products l1imed in an attachuent to the sontract. This
list includes produsts nermelly exported by Indonesia to the Blos—the
most important of shich are rubber and tin.

In Juns or July 1955 Mr, Susanto and Mr. Supari, agents
of "Jajasan Credit Tani" (Peassnts Credit Poundation), wers sent to
Zast Germany to settls matters pertaining to the purchase of the
sugar factory equipment. 7§/ In October 1955 the first shipsent of
sachinery for the factory was unloaded at Surebajs. 72/ 4n early

-3 -
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Hoveubar report indicated a Polish freighter was loading parts of a
sugar factory at the Port of Wismar for axport from Bast Germany to
Indonesis. 78/ Sulten Bwwono indicated that four East Cerman enginesrs
acting as technical advisers were expected to arrive in the middle of
Gotober and that a total of LD technicians would be sent to assist 4n
plant construction. 29/ Other reports have placed the musber of East
Gorsan teshniciane as high as 60,

fsports have been received which have indicated that
% ork on the sugur factory has bogged down. It was rwperted in Ostober
1955 that production at the new plant, originally scheduled to begin
in August, had been postponod uatil some time in 1957, 80/ However,
'mmmmmu:mmumtmmnmé,mm
m,mqu&m.wmmumatmw-&n.nplm
that work had not stopped. e atated that, in view of the fast .that
Indonesia and East Cermany have no direct communicstions and because
otmmmmummmmmmwmes.mum
been alow. 31/

Sugar production in Indonseia has steadily increased
since the war with 1955 production estimated at 850,000 m.t. conpared
with 718,000 mete for 1954 and 619,521 m.t. for 1953, 88/ Domestic

consunplion requirements have alsost oqalfvd annual production, however,

—”n
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The fsllowing table shows Indonesiats demestic conswaption of white

sugar for 195019551 8V

The comstruction of this plant falls within the government's plans for
agricuitural projects, the primary purposes of which are to mke Indonesia
self-sufficient in food and to incresse the exportation of agricuitural
produce in order to acquire foreign exshange.
#ast Germany, Rusanis and Cmechoslovakia have expressed

sn intsreost in providing technical smée for the developoent of
| the Morth Sumatras oilfields. These countriss have offersd to send
experts to exploit the oilfields, to supply petroleum equipment and to
train Indonesian personnel. &i/ Development of the North Sumatrs
omhlmmmapmmwiwmmmm«.
hé“51171s1ds have besn exploited cnly on a limited scale by local
groups mm.msm«mmwmwwumnmor
privatsly opsrated. Dispositien of the oilfields is currently wnder
study by the government, dorth Sumatrs contains rich oil deposits,
but any expansion by the Indonesian Government would reguire foreign

capital as well as foreign technicians. The local groups have no

- 33 -
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capital, only limited sredit, and are constantly faced with fisancial
difficulties in the operation of the installations. §3/

Indonesists failure to estadlish a stable petroleun
policy presants & sisable drawback for foreign investora. Under presmat
conditions each forsign firm must make ssparate arrangenents for con-
cesslone, taxee and the use of foreign exchange - all of which are
subject to changs. #4/ The failuve of the govermsent 0 enact a new
mining law has created a ssrious obstacls to foreign petroleum interests
in obtalning and remewing concessions for development of the patrolewum
resources. If Blea offers mest Indonesia's requirements, it would
net sees unlikely for Inmdonesis to acospt sons assistance from this
quarter, Bloc willinsness to train Indoresian personnel would certsinly
appenl to the govermment in view of iis insistence that Indensaian
personnel be employed in technieal and séainistrative pesitions in
the industry.

2. gsechomlovakis

Caech efforis to previde technical assistance for
Indonesia®s economic development met with very littls suscess in 1953,
Only one small-scale project, the construction of s canvas-producing
factory, wms undertaken with Osech assistance. £ January 1955 articls

in Aneta, in reporting on this project, indicated most of the textile

-.3&_-&
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aachinery had arrived and Csech technicisns were assisting in the mounting
and operation of the machinery. §1/ in Exbasay check-up revealed the
press relesse was exaggersted; the textile machinery, ordered from Cwech-
oslovaicia at the 1954 Djakarta Fair, had not arrived nor had construction
work begwi. Date of arrival of either the textile machinery or the
Csech technicians was not known. §B/ Reports that Csechoslovakia was
mmMamm.nmmuwmzm.a
pharmacentical plant, and a factory for smll and mediun-sised agri-
cultural machines have not been confirmed.

In early April 1956, shortly sfter the new Indonesian
Government headed by Prime Minister Ali Sastroamidjojo took office,
two agresmntes providing for Csech assistance were astounced.

An Indonesian fress agenay announced that the Cmeeh
Government had agresd to extend a credit for approximately §.6 millicn
to Indonesia, payable in five years at 4 pereent intsrest. The credit
will be used by the Indonwsian Tire and Rubber Company to ogquip s
tire factery in Djekarte. A sontract for this purpess was signed
betwsen the Bank of Industry and the Csech firm, Technosxport. §3/

Prague ammouncad the conolusion of s sseond agresment
by Tachnosxport for the construction of an enamslware factory shich

will turn out 750 tons of enamsl utensils a year. The Csechs are to

- 35 -
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deliver the cauplete equipaent insluding an electric powsr station.
Caach technicians will instell the eguipmert and train Indonestan
workers in the servising of the machinery and in production methods. 39/
According to press repurts the first part of the enamslware factory
equipment has already arrived in Indonesis. 91/

Indonesisn Economic Hinistry souwrces revealed on 13
Aprdl that the Csech Government had submitted a draft eredit sgreemed:
to ths Indonesian Government under which aredits would be granted to
Indonesia for the establishaent of such industries as stes), cement,
textiles, glass, paper and pulp and fertiliser. 93/ The Foreign Office
has stated this was a revision of the draft on whish the comtries hed
failed to agres in July 1955, The Xxbassy has been informed that the
total line of credit is not specified but that mbsidiary agrecamts
are to be reached on a project-to-project banis. The terms call for
payeent in sterling with 10 percent down, 15 pereent on the first
shipment and the balanoe in 9 ssmi-arvmua) installsents. The draft
envisages the use of Cench technicians whose expenses will beo paid
in looa) ewrrsuay. 3V The agresment was signed on 16 May and the
prese reported the first aredit under the agresmant was the £.6
million evedit to the Indomesian Tire and Rubder Congany. 94/ It
is not clear if the enamelwars faotory is included under this oredit
agresment or if 1% is & separats deal.

‘3&_
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3. DHmenla
£ Rumanisn-Indonesian agresment of August 1954 ineluded
& provisien for Rumanian assistance in the construction of & soment
nill, in érilling oflwslls and working mineral deposits. 2%/
In October 1955 the head of the Rusanian Trade Office

in Djakarta made an offer for the sonstrustion of & cenent mill on a

long-term aredit basis. Tho csment plant would have an annual capacity

of 200-300,000 tons. 96/ Rumanisn technicians wers due to arrive in
Jarmary 1956 for s two-month swvey to selest & suitable site for
the plant. 97/ Indonesis already has one ocsment plant in operation
and construction work is progressing on the cement plant at Oresik,
near Surabays (Sast Java) which is being financed by an Expert-Import
Bank loan. §8/ Antieipated production of the Gresik plant, added to
current production, is expscted to bring local cesment cutput close
to present demands of the domastic sarket. Dr. Djusnda has stated
that the plant at Gresik will save Indenesia approximately $6 sillion
per yoar in foreign exshange, Constimuotion of this third plant would
make Indonesia self-sufficient in cement and might even swpply a
surplus for export. It also would have the concomitant result of

displacing Rloec wxports of cement to Indonssis. Over Malf of

Indonesia's total csment lmparts in the first half of 1955 were supplied

-37 -
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by the Blec. Of totel Bloo exports of cement to Indonesia in Jamuary-
Juns 1955 approxisately 70 parcent was supplied by Casechonlovakia,
23 pergent by iumania, and the remainder by Foland and Hungary. 99/
Although the Indonssian Government has not announced that Rusanis has
besn awardsd the contract for eonstruction of this cement plant, it
seems likely that {usanisn assistance will be scoepted.

The sumanizns have made a general offer of assistance
for the development of the North Sumstrs oflfields, Fellowing a
wummmmmntmnmm,a
&muuut&ﬂqn&hnaﬂﬁndt&iwnﬂhuﬂhﬂtdﬂlﬂmgamuymmtﬂw
use in the ollfields and to train Indonesian techniclsnms. 100/ To
fate thers have been no subssquent efferts by the Rumanians to push
ﬁﬁl;ﬂﬁhﬂa!w&uﬁmaﬂ!ﬂﬂﬂﬁﬂ:@fﬁulm#ﬂi&mmhlb£KMﬂml
wmhtakﬂthimoA&lﬁwﬂwmnntﬂhlkunnhnsnﬁﬂuyuhdﬁrMﬂu

sans conorete aid offer.

Polish, Hungarian snd Comsunist Chiness sccromic assis-
hmmrmﬁhﬂ&hmiaImhmmnnhmniu-lIadhﬁ]rhnﬂuyﬁcgﬂnﬂﬂ
offers of leng-tern credits to fimance Indonesian purchasos of capital
goods. In June 1955, Comennist China offered long-tern credits in the
ﬂwuéfﬁq&h&a«ﬁlﬁu‘ﬂwaﬂwuwnumoftmmﬂﬁtﬂ&h!utmw

electric installations and csnent mills. }01/ To date no agresments

-”w
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for the use of such credits have besn signed with any of thess countries.

The USSR, in fpril 1956, made its first conorete proposal
of sconomic ald to Indenesia. 103/ Sovist Asbassador Zhukov informed
the press on 10 April that he had subaitted a conorete economic add
proposal to the Indemesian Uovernment. Bhukov commented that the offer
was offective for any field, including agriculture and industry. Dr.
Djuanda, Direstor of the Hatiomal Flarming Bureau, stated he was walle
ﬂadhmwnlﬂur&w&ﬁtﬂﬁu'&bﬁhﬁlMhibwtdmmwﬂnditnllsnwduul
to the Bovist offers made to India. Oovermmntal decision on scoeptum oe
of the Soviet offer hasmt yet besn reached, but it seams extremsly

wilikely that the Indonesian Government, faced with a suffisiently

© attractive Soviet economic aid prograx, would refuse it.

Ambnssicte Swiov, in u 2 ¥ay press interview, 10)/ stated that
he had inforned the Indenesian Prime Minister and the Foreign Minister
that if the Indonesian Government would submit & concrete proposal
mmau.mdumnmnymmmuw.
He listed construction of power statiens, fertiliser factories, oil
nmwdmwmﬁm‘umtﬁhmamlm
oooperation. He added that the USSR was prepared to cceperate with
Immummdtmfwmmmmumdw
train Indonssian personnsl in this field in the USSR, Zhukov further
revealsd that the USSR was studying the possidility of granting
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schelarships to Indonesian studonts to take up spsoialimed studies in
Hussian wiversities.

These projects whish have been 1isted by Zhukev hawe
boen well-chosen by the Soviets. Development of power has been
‘Mwms.mmmmummymmw
Plane W@mwmmmms:mmmum
wmwuumouwwwmmmm,
sspecially that of rice. Dispesttien of the Narth Swatrs oilfislds
nmwmmwmmzmumwm

wmwmm»wmmmmwamm

avsistance.
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(Cuantity in metric tons, exnept as indicated;
valus in thousands of US dollars)

dan=hins 3334
Intal Lrom Werldd
Commodity Suantily Yalue
Bax silken skeins &7 "7
311k yurns for weaving 77 &2
» Unbleached Lol 5,87
- Cotton fabrics, stendard
type (thous. meters) 3XTAT TheRTh
’Mﬂ af art. text,
fibers 2Rbh 5,093
TOTAL 85,877
Jan~June 19335
Ietal Orom Worid,
Gormodity Saantity Talue
311k yarns for weaving 14 n 10 50 Pons
Cotton yarns for werving,
single unblesched 4,539 5,825 9 13 0.2
tuisted, unblasched 1,50 2,747 ] 19 0.7
Cotton sewing thread, on
756 1,560 156 5] 143
Yarn md. of art. stable
fibvers 4yh85 5o4i55 9 p 1] o2
Cotton fabrivs, standard skt
wiblsached 199 2,15 2 :
WWM'Mﬁu of standard * k'm ity oir8 A3
: o 1722 M3 880  { B3
Cotten velvet and plush ' * % 904 ©
Pabrice of art. text.
- fibers 4,912 9211k 1478 12,
Tulle, lace, sub. ribboer; * ' w1 ’
narrow fabrlics of cotton 48 170 5 17 10,0
!‘m for indust. use
tings, silk gause
f%er eineh trans .&a
oonveyer belts) m 262 £3 154 58,8
Blankets and coverlets of
cobton 57h » 62 52 16.8
Hiscs text, menu. 1'565 __‘ﬁ g __wm 1.7
TOTAL 65,523 12,12, 18,5
Souress Same as for Tabls 1,
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